
Department of Budget and Management  
 Office of the Secretary  

Fiscal Year 2007 Operating Budget 

Senate Budget & Taxation Committee – February 23, 2006  
The Honorable Ulysses Currie, Chair 

House Appropriations Committee – February 24, 2006 
The Honorable Norman H. Conway, Chair  

RESPONSE TO DLS RECOMMENDATIONS 

Summary of DBM Positions 

DLS Recommendations ns Amount DBM Position
1. Delete the authorization for the Governor to 
withhold allotments from agencies 

Oppose 

2. Delete Secretary’s authority to redirect excess 
funds in statewide objects  

Oppose 

3. Restrict payments for salaries of an Acting Secretary Neutral

4. Apply across-the-board reductions in the Executive 
Branch to higher education 

Neutral 

5. Provide for an accounting of workers’ compensation 
funds. 

Neutral 

6. Restrict payment for a Secretary’s salary Neutral 

7. Require consistent reporting of federal monies 
received by the State. 

Neutral

8. Require that capital funds be budgeted in separate 
eight-digit programs. 

Neutral

9. Define the policies under which federal funds can be 
used in the State budget. 

Neutral

10. Define the budget amendment process Oppose in part 

11. Require a report on indirect costs Oppose in part 
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12. Require a general fund forecast Neutral

13. Require consistent reporting of fiscal 2006, 2007, and 
2008 budget data  

Neutral

14. Require the maintenance of certain accounting 
systems 

Neutral

15. Requires certain statewide subobjects Neutral

16. Implement statewide process for resolving repeat 
audit findings 

$500,000 Oppose 

17. Prohibit spending for faith-based organizations Neutral

18. Require report on interagency agreements Neutral

19. Restrict payment for Department’s vendor for 
actuarial services  

Oppose 

DEPARTMENT OF BUDGET & MANAGEMENT RESPONSES 

DLS Recommendation 1:  Delete the authorization for the Governor to withhold allotments from
agencies. 

DBM Response:  Oppose.  This section provides the legal authority for a number of routine 
business and financial management processes, as well as a mechanism to address fiscal 
shortfalls.  The allotment authority permits the Governor to exercise control over executive 
branch agencies and provides a means of controlling expenditures temporarily pending Board of 
Public Works or legislative action.  Many other states (37) and municipalities grant this authority 
to their executive and to assure fiscal discipline. 

Elimination of the authority to withhold allotments divests the Governor of one of the tools 
critical to addressing difficult fiscal problems.  It permits a more deliberate process if budget 
reductions are ultimately required by allowing the Governor to delay spending while considering 
a solution to unexpected fiscal problems.  This is a management tool that should be available to 
any Executive, especially the Executive responsible for the spending of taxpayer funds. 

DLS Recommendation 2:  Delete Secretary’s ability to redirect excess funds for statewide 
objects.  

DBM Response: Oppose.  For a number of years, funds budgeted for employees’ health, 
retirees’ health and Workers’ Compensation insurance have been restricted.  Until late in the 
previous administration, the Budget Secretary was authorized to grant exceptions and allow 
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surplus funds to be redirected.  This authority has been used in agencies to avoid deficiency 
appropriations in years where expenditures in one area may exceed the appropriation, but health 
insurance is less than the appropriation.  DBM requests that this tool be restored for limited and 
appropriate usage. 

There are accounting policies and controls in place that enable agencies to avoid the use of 
employee and retiree health insurance funding for any other purpose.  These policies and 
procedures also allow the costs to be tracked.  Developing and implementing additional policies 
and controls would be cumbersome (particularly specifying identification by fund source) and 
not provide any added value.   

DLS Recommendation 3: Restrict the payment of an Acting Secretary’s salary when 
nomination as Secretary has been rejected by the Senate. 

DBM Response:  Neutral.  

DLS Recommendation 4: Apply across-the-board reductions in the Executive Branch to 
institutions of higher education, unless otherwise restricted.

DBM Response: Neutral. 

DLS Recommendation 5: Provide for an accounting of workers’ compensation funds.

DBM Response:  Neutral. 

DLS Recommendation 6: Restrict payment for a Secretary’s salary due to noncompliance with 
State laws, rules, and regulations. 

DBM Response:  Neutral.   

DLS Recommendation 7:  Require consistent reporting of federal monies received by the State. 

DBM Response:  Neutral. 

DLS Recommendation 8: Require that capital funds be budgeted in separate eight-digit 
programs. 

DBM Response:  Neutral 

DLS Recommendation 9:  Define the policies under which federal funds shall be used in the 
State budget. 

DBM Response:  Neutral. 

DLS Recommendation 10:  Define the budget amendments process. 
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DBM Response: Oppose.  The Department opposes the revisions to this section that restrict 
special, higher education and federal fund budget amendments (1) if the availability of the funds 
was known to the administering agency on or before March 15, 2006 or (2) if the amendment 
would increase the appropriation by more than 2.5%.  The Department agrees with the concept 
that, to the extent possible, all funds should be appropriated in the budget submitted by the 
Governor.  However, the Department is concerned about unintended and unanticipated 
consequences especially since this recommendation substantially alters long standing practices 
without prior notice to the affected agencies.   

The recommended process may have significant adverse effects on the delivery of State services 
because it is impossible to predict with absolute certainty all of the special, federal or higher 
education funds that may be received or may be available.  Further, the concept of what is known 
and by whom introduces a level of fact finding that will waste State resources.  The assumption 
that deficiency appropriations will provide an alternative mechanism to meet the needs of 
Maryland’s citizens ignores the fact that often needs arise without notice and must be addressed 
on a more timely basis.   

The Department also opposes the restrictions on reimbursable fund transfers from the Maryland 
Emergency Management Agency.  In most instances, these amendments represent homeland 
security funding to address public safety infrastructure and operational needs.  DBM requests 
that the inclusion of reimbursable fund transfers from the Maryland Emergency Management 
Agency be withdrawn from the budget amendment review criteria. 

DLS Recommendation 11: Require a report on indirect costs and restrict use of indirect cost 
recoveries. 

DBM Response:  Oppose the requirement that all statewide federal indirect cost recoveries be 
reverted solely to the general fund without the possibility of a waiver to permit any agency to 
retain those funds for any other use or purpose. 

Although DBM agrees that fewer waivers should be granted, there may be instances where a 
waiver is appropriate.  Eliminating waivers would result in greater general fund expenditures or 
reduced program activity.  In some instances, agencies have requested waivers so that indirect 
cost funding can support the grant program for which funds have been provided. 

DLS Recommendation 12: Require general fund forecast in the Executive Budget Books. 

DBM Response:  Neutral. 

DLS Recommendation 13: Require consistent reporting of fiscal 2006, 2007, and 2008 budget 
data and other requirements. 

DBM Response:  Neutral. 

 DLS Recommendation 14: Require the maintenance of accounting systems for certain 
programs and other requirements. 
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DBM Response:  Neutral. 

DLS Recommendation 15: Require the maintenance of certain statewide subobjects. 

DBM Response:  Neutral. 

DLS Recommendation 16: Require the Governor and the Chief Judge to implement statewide 
process for resolving repeat audit findings and withhold $500,000 from the Department of 
Budget and Management and $500,000 from the Judiciary Budgets. 

DBM Response:  Oppose. In December 2005, the Department responded to a virtually identical 
recommendation in the FY 2006 analysis.  In that response, the Department indicated the barriers 
to such a system.  Most notably, this requirement would require a parallel system to the Office of 
Legislative Audits and would require additional positions within the Department of Budget and 
Management and the allocation of significant financial resources that have not been included in 
the FY 2007 budget.  A copy of the Department’s response is attached.  The Department believes 
that any recommendation about the Judiciary should be discussed with the Chief Judge who also 
provided a separate response to the FY 06 recommendation. 

DLS Recommendation 17: Prohibits spending for faith-based organizations. 

DBM Response:  Neutral. 

DLS Recommendation 18: Require report of interagency agreements. 

DBM Response:  Neutral 

DLS Recommendation 19: Require the Department to select another contractor for actuarial 
services.   

DBM Response:  Oppose.  The Department secured the services of the contractor through a 
competitive procurement during the last Administration.  While the DLS refers to inaccurate 
costs estimates for the health plan, estimating health costs is inherently imprecise due to the 
number of variables in making such estimates.  The estimates for FY 07 were made with less 
than 3 months experience for the plan design changes that were implemented in July 2005.  It 
was far from certain and still is that we will achieve the kinds of savings for an entire year that 
we have achieved for the first 6 months.  

Additionally, the precedent that adoption of this recommendation will set is very troubling.  Will 
the General Assembly now adopt budget language to direct termination of contractors with 
whom they disagree?
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ISSUES 

I.  State Comprehensive Plan for Managing for Results 

The first statutorily required State Plan was published in 2005.  This Plan determined which 
measures were key indicators of success for the five Pillars.  The data reported in the first 
Performance Report published in 2006 establishes a baseline and describes the first results for 
the 2005 Comprehensive Plan.  Progress will be measured against this baseline for future years.  
DBM has provided citations for sources of data if the reader is interested in looking at historical 
data. 

DBM will review and update the 2005 State Plan as necessary and required by statute.  This 
review will take into consideration issues raised by the DLS analysis.   
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